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Straight from the Tap: US Water
Utility Monthly

In this month’s Straight from the Tap, we preview 1Q21 earnings for AWK and WTRG
and discuss recent regulatory updates and potential implications of forthcoming
water infrastructure legislative efforts.

AWK 1Q21 preview summary - 1Q21E EPS: $0.73. We expect a very straightforward
1Q21E earnings release for AWK as the company enters a relative quiet period now that
PA, NJ, and MO rate cases are in the rear view mirror. We expect management
commentary to highlight the strong regulated M&A execution YTD following the York
deal (AWK: Regulated M&A Train Rolls Through York, PA, published 4/7/21), in line
with upsized guidance on the 4Q20 call in February. We also anticipate commentary on
potential legislative packages at the federal and state level. AWK’s New York divestiture
is the only remaining overhang, albeit unlikely to prove material in our view, as Governor
Cuomo’s efforts to push for municipalization as part of a larger budget bill seemingly
stalled in the legislature. We reiterate our Equal Weight rating for AWK given our view
that the sizable premium to the regulated utility group captures growth upside from
regulated M&A amidst a broader ESG prioritization in both politics and financial markets.

WTRG 1Q21 preview summary - 1Q21EEPS: $0.66. We expect a cleaner 1Q21 EPS print
as YoY comps now reflect the Peoples deal, though regulatory and legal updates could
prove to be more nuanced. We are interested to hear management’s perspective on the
recent Delcora ALJ stay order, legal case progress, and how the process interacts with
financing planning. We expect additional color on Peoples Gas rate case timing following
WTRG’s commitment to file a base rate case by year-end 2023. The company made the
commitment as part of its repairs tax settlement to placate intervenor concerns about
potential overearning from ongoing tax benefits above forecast. We expect management
to provide a summary of the settlement terms and how the flow-through regulatory
accounting interacts with earnings given the agreement compensates customers for
100% of catch-up benefits via a fixed annual surcredit for five years, while WTRG will not
monetize the tax benefits as long as it retains an NOL position. We reiterate our Equal
Weight rating on WTRG and believe the discount to AWK reflects a lower growth outlook
and AWK'’s pure-play water scarcity. We do not expect near-term Delcora uncertainty to
have a material impact longer term, but acknowledge risk that a protracted process
serves as an overhang. With repairs tax nearly complete, we think a simplified profile with
upside potential from regulated M&A should resonate with investors after Delcora is
resolved.

Barclays Capital Inc. and/or one of its affiliates does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that the
firm may have a conflict of interest that could affect the objectivity of this report. Investors
should consider this report as only a single factor in making their investment decision.
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Summary of our Ratings, Price Targets and Earnings Changes in this Report (all changes are shown in bold)

Price Target EPSFY1 (E) EPS FY2 (E)

Old New 21-Apr-21 OIld New %Chg Old New %Chg OIld New %Chg

North America Power & Utilities Pos Pos

Source: Barclays Research. Share prices and target prices are shown in the primary listing currency and EPS estimates are shown in the reporting currency.
FY1(E): Current fiscal year estimates by Barclays Research. FY2(E): Next fiscal year estimates by Barclays Research.

Stock Rating: OW: Overweight; EW: Equal Weight; UW: Underweight; RS: Rating Suspended

Industry View: Pos: Positive; Neu: Neutral; Neg: Negative
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AWK 1Q21 Earnings Expectations

1Q21E EPS Bridge

Our $0.73 1Q21E EPS estimate contemplates various rate increases from infrastructure
surcharges, limited issue trackers, and partial realization of rate relief following GRC decisions
at AWK's largest operating companies in PA and NJ. Surcharges and general rate relief is
expected to provide more than enough offset to incremental financing and operational costs
throughout FY21, though rate relief pacing shifts much of the cash benefit post 1Q21. We
note that AWK’s guidance basis EPS now includes DD&A benefits associated with the NY sale,
the impact on Q1 is de minimis, as only $0.01 is added back to reported 1Q20 adjusted EPS.

FIGURE 1
AWK 1Q21E YoY Drivers
AWK EPS Walk

1Q20A $0.67
Rates and Customer Growth $0.05
Infrastructure $0.03
NY DD&A $0.01
MBB $0.01
Weather $0.01
Additional DD&A -$0.02
Interest Drag -$0.03
1Q21E $0.73

Source: Barclays Research

Expected Call Topics:

Regulated M&A Execution

We are expecting management to highlight the York wastewater deal and the general market
strength for regulated M&A across AWK’s national footprint (FMV laws cover 10 states and
water quality accountability laws cover 3). We do not anticipate changes to the guidance
provided during AWK’s combined 4Q20 earnings and Investor Day in February, but expect a
reiteration of confidence amidst strong early execution.

Sentiment on regulated M&A has been strong in recent months as muni budgets are strained
following Covid-19 and environmental compliance costs are expected to rise as EPA
enforcement rates increase under President Biden’s administration. However, numerous
federal policy proposals being floated to provide direct investment or bolster funding access
for municipal water infrastructure could, all else equal, reduce the impetus to sell to AWK.

We believe it is too early to predict final terms of any water infrastructure package, as
Republicans have not presented a counter proposal, but President Biden’s proposal indicates
that lead pipe replacement and water quality standards (contaminant regulations, PFAS
monitoring and remediation) are going to be prioritized (see: link). While specific earmarks
for rural and disadvantaged communities could help, we note that major cities and large
municipal systems have historically received the bulk of federal funding versus smaller
systems that AWK tends to prefer as acquisition opportunities. Regardless of likely concession
and compromises, the President’s proposal allocates $45bn for lead pipe replacement (WIIN
grants), $56bn for disadvantaged and rural communities (upsize existing programs), and
$10bn to remediate PFAS in drinking water and upgrade small rural systems. $110bn
compares to the American Society of Civil Engineers estimate that $1tn of water
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infrastructure investment is needed in the US over the coming 25 years. The infrastructure
package is light on wastewater systems, which we anticipate will continue to make up the
bulk of requlated M&A moving forward. Thus, we see plenty of opportunities for AWK in small
to medium wastewater systems (5,000-30,000 average customer systems).

NYAW Exit Headaches Persist

At Governor Cuomo’s direction, on March 29, 2021, the New York Department of Public
Service (DPS) presented a municipalization feasibility study that concluded a public takeover
of AWK’s Nassau County system is the optimal and least cost option. The primary concern
from lawmakers is the outsized customer bill (a result of high local property and franchise
taxes that make up 38%-60% of total bills) and an upcoming rate increase (26% increase in
some rate classes) set to take effect on May 1, 2021. The DPS report found that
municipalization was the optimal path because the inefficient tax collection structure creates
numerous inequities and inefficiencies, including paying higher federal taxes when compared
to a scenario where NYAW becomes tax exempt and those tax revenues are replaced with
higher property taxes. The recommendations from the DPS were to immediately pass
legislation to remove the property tax burden on NYAW and create a public authority to
acquire NYAW and operate the assets as a public provider.

There was a push to include municipalization authority in the 2021-2022 budget, however
efforts stalled in the Assembly on concerns about how special franchise taxes might be
absorbed by Long Island utilities under the proposed process. Standalone bills to defer the
rate increase and authorize a public takeover were introduced after the budget efforts
collapsed, and the Senate passed a version on Tuesday (4/20/21) as negotiations are
ongoing with the Assembly.

We see the outcome of the NYAW process as highly uncertain, but remain confident that the
PSC will stand by the authorized rate increase if needed and do not see a scenario where AWK
receives less than the Liberty offer. However, we stress that the size of the system likely means
AWK will comfortably absorb any near-term financial impacts from a delay. The DPS study
assumes the $608mn sale price that Liberty agreed to, plus $84.5mn in rate base investment
in 2022, less ~$25mn for upstate assets that would be retained and deferrals owed to
customers, resulting in a net purchase price of $669.2mn. However, the study is explicit that
the math is illustrative and likely inflated (maintaining negotiating options).

CA American Water Cost of Capital

CA water utilities will file updated cost of capital proceedings by May 1, 2021, to determine
authorized ROE and capital structures for test years 2022-2024. CA American Water is
currently authorized a 9.2% ROE on 55.39% equity layer from a 2018 CPUC decision. It is
worth noting that the ALJ proposed decision suggested an 8.23% ROE (avg US water ROE
was 9.5%), which was met with significant industry backlash before commissioners decided
on the higher 9.20%. It is also important to note that the WRAM decoupling mechanism was
a critical element that the ALJ relied upon to justify below industry returns given lower risk. In
2020, the CPUC decided that the WRAM decoupling mechanism used by CA American Water
will be replaced by a new structure to be determined during the next rate case covering test
years 2024-2026. It is unclear how the cost of capital proceeding will handle the overlap and
uncertainty around a replacement. For additional thoughts on the WRAM decision, see our
Straight from the Tap note published 9/8/2020 (link).

WTRG 1Q21 Earnings Expectations

1Q21E EPS Bridge

Our 1Q21E EPS estimate of $0.66 accounts for small rate relief via water infrastructure
surcharges and a full year of Peoples integration. Our estimate is in line with management’s
projections for first quarter earnings weighting of 35%-45% of $1.64-$1.69 FY21E EPS
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guidance (implicit 1Q21 guidance range of $0.58-$0.74 using the FY21 guidance midpoint).
We anticipate a small amount of volumetric help YoY given customer growth (guidance 2%-
3% annually) and degree day comps for gas usage in PA. We also note residential water usage
trends have been strong during the covid-19 shutdowns and margin help may continue to
pace favorably relative to 1Q20, providing additional flexibility to meet FY21 guidance. We
also forecast small organic growth and operational efficiencies for Peoples relative to the early
days of the integration in 1Q20, in line with WTRG’s O&M initiatives across the business.

FIGURE 2
WTRG 1Q21E YoY Drivers

WTRG EPS Walk

1Q20A $0.60
Water Rates $0.01
Weather and Usage $0.03
Peoples $0.02
1Q21E $0.66

Source: Barclays Research

Expected Call Topics:

Peoples Rate Case Timing

As part of WTRG'’s settlement on the catch-up component of repairs tax, Peoples committed
to filing a general rate case no later than December 31, 2023 (Peoples will also likely
implement the DSIC mechanism in 2023). Under the initial proposal, WTRG proposed a
sharing mechanism that would have allowed Peoples Gas to stay out through 2026.

The settlement effectively provides customers 100% of $381mn catch-up deduction tax
savings benefits via a $27.9mn annual surcredit over five years (true up in sixth year). The
settlement acknowledges that Peoples is operating in an NOL position and thus cannot
monetize the benefit near term, thus justifying the five-year deferral and includes various true
up and reconciliation terms to ensure surcredits track actual tax benefits flowing through to
Peoples.

Taking Steps Forward at Delcora but Stuck in Regulatory and Legal Maze

We discussed the ALJ PD calling for the PA PUC to reject the Delcora acquisition in the January
22 monthly, Straight from the Tap. The PD had three main concerns; 1) commercial customer
objections to the deal, 2) the effective rate stabilization plan creation via trust refunds on bills,
and 3) the ongoing legal challenge to the sale contract. The Commission took into account
new settlements with numerous customers and clarifying comments from WTRG around its
willingness to provide trust benefits off of customer bills to avoid being a ‘de facto’ rate
stabilization plan and decided not to adopt the ALJ PD.

The PUC vacated the PD and remanded back to the ALJ level to reopen the docket.
Importantly, as part of the reopening of the docket WTRG agreed to waive the statutory
timeline requirements for a decision. The new ALJ on April 16 issued a stay order for the PA
PUC proceeding until a final, un-appealable decision is reached in the county court case on
whether an enforceable contract exists. Our understanding is that the appeals process could
be lengthy and that WTRG will likely seek to have the ALJ order changed to allow for approval
while legal appeals on contract validity play out.

We view the Delcora situation as bureaucratically complicated but the deal remains
achievable if WTRG continues to execute settlements and legal decisions are upheld, however
the timeline remains unclear. WTRG’s $300mn forward equity mechanism must be pulled


https://live.barcap.com/go/publications/link?contentPubID=FC2571543

Barclays | North America Power & Utilities

down by August. We still believe WTRG is likely to issue all authorized equity regardless of
whether Delcora is approved in time. We also see the guidance range as intact regardless of
the deal given strong M&A activity outside of Delcora. We anticipate management will
highlight the strength of their deal backlog and general market activity.

Monthly Valuation Trends
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FIGURE 5
Water Group Premium to S&P 500
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Water Group Premium to Regulated Utility Group
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FIGURE 7

AWK and WTRG Premium (Discount) to Water Group
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FIGURE 9
AWK Dividend Spread
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FIGURE 8
AWK and WTRG YTD Stock Performance
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North America Power & Utilities Industry View: POSITIVE
American Water Works Company, Inc. (AWK) Stock Rating: EQUAL WEIGHT
Income statement ($mn) 2020A 2021E 2022E 2023E CAGR Price (21-Apr-2021) USD 161.00
Revenue 3,777 4,111 4,405 4,658 7.2% Price Target USD 154.00
EBITDA (adj) 2,155 2,338 2,507 2,681 7.6%  Why Equal Weight? AWK presents a strong growth
EBIT (adj) 1,551 1,687 1,810 1,939 7.7% profile with top-tier management and a solid

Pre-tax income (adj) 924 1,017 1,124 1,230 10.0%  execution track record, however valuation is stretched
Net income (adj) 709 770 851 930 9.5% relative to electric and gas utilties and our valuation
EPS (adi) (5) 391 4.24 4.64 4.99 8.5% framework implies a 15% premium to the water

group average P/E multiple, all of which is fully

Diluted shares (mn) 182 182 184 187 0.9% reflected in the current stock price
DPS (%) 2.15 2.34 2.55 2.78 9.0%
Margin and return data Average Upside Fase US? 181.00
EBITDA (adj) margin (%) 571 569 569 576 57,  Ourupside case assumes AWK trades at a 25%
premium to the group average water utility P/E
EBIT (ad)) margin (%) 411 41.0 411 41.6 41.2 multiple. We believe this scenario could materialize if
Pre-tax (adj) margin (%) 24.5 24.7 255 26.4 253 ESG flows increase or general utility equity demand
Net (adj) margin (%) 18.8 18.7 19.3 20.0 19.2  rises and disproportionately benefits AWK.
ROIC (%) 8.9 9.6 10.1 10.3 9.7
ROA (%) 3.1 3.1 3.4 3.5 33 Downside case USD 98.00
ROE (%) 1.6 11.9 12.4 12.1 120 Our downside case values AWK on the same 15%
premium, but applies the group utitlity multiple in lieu
Balance sheet and cash flow ($mn) CAGR  of the water group multiple. This could materialize if
Tangible fixed assets 25,614 27,369 29,299 31,229 6.8%  investors perceive long-term growth opportunities
Cash and equivalents 547 35 78 173 31.9%  and ESG profiles to be similar to electric and gas.
Total assets 24,766 25,357 26,634 27917 4.1%
Short and long-term debt 10,940 10,671 10,291 10,265 -2.1%  Upside/Downside scenarios
Other long-term liabilities 0 0 0 0 N/A Price History Price Target
Total liabilities 8979 9,165 9,478 10,262 4.6% Prior 12 months Next 12 months
Shareholders' equity 6,454 6868 7,701 8562 9.9% High Upside
Net debt/(funds) 10,393 10,636 10,214 10,092 -1.0% 181.00
Change in working capital 621  -512 43 95  -46.4% 172.56
i Current Target
Cash flow from operations 1,426 1,668 1,821 1,971 11.4% ——— 100
Capital expenditure -1,822  -1,555 -1,755 -1,755 N/A 154.00
Free cash flow -920 -513 -578 -478 N/A
Valuation and leverage metrics Average 11250 98 00
P/E (adj) (x) 412 380 347 323 36.5 '
EV/EBITDA (adj) (x) 18.6 17.1 15.8 14.7 16.5 .
Low Downside
EV/EBIT (adj) (x) 259 237 218 204 229
FCF yield (%) -23 -1.3 -1.5 -1.2 -1.6
P/BV (x) 4.5 43 3.8 3.5 4.0
Dividend yield (%) 13 15 1.6 1.7 15
Net debt/EBITDA (adj) (x) 4.8 45 4.1 338 43
Selected operating metrics Average
Payout ratio (%) 550 553  55.1 55.8 55.3
Interest cover (x) 39 4.3 4.7 5.1 4.5
Regulated (%) N/A N/A N/A N/A N/A

Source: Company data, Bloomberg, Barclays Research
Note: FY End Dec
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Valuation Methodology and Risks

American Water Works Company, Inc. (AWK)

Valuation Methodology: We utilize a group average water P/E multiple for 2023 earnings and apply a 10% premium to AWK's consolidated
2023 EPS estimate of $5.01 to arrive at our $154 price target. The premium reflects strong management, constructive regulatory exposure, and

top-tier growth visibility.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks to AWK include rate case outcomes,
public system M&A deals and integration, external financing needs, and general interest rate environments.

Source: Barclays Research.
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Master limited partnerships (MLPs) are pass-through entities structured as publicly listed partnerships. For tax purposes, distributions to MLP unit
holders may be treated as a return of principal. Investors should consult their own tax advisors before investing in MLP units.

Disclosure(s) regarding Information Sources

Copyright © (2021) Sustainalytics. Sustainalytics retains ownership and all intellectual property rights in its proprietary information and data that
may be included in this report. Any Sustainalytics’ information and data included herein may not be copied or redistributed, is intended for
informational purposes only, does not constitute investment advice and is not warranted to be complete, timely and accurate. Sustainalytics’
information and data is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers/

Guide to the Barclays Fundamental Equity Research Rating System:

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below)
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the "industry coverage
universe").

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or Negative
(see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors should carefully
read the entire research report including the definitions of all ratings and not infer its contents from ratings alone.

Stock Rating

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12-
month investment horizon.

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month
investment horizon.

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Investment Bank of Barclays Bank PLC is
acting in an advisory capacity in a merger or strategic transaction involving the company.

Industry View

Positive - industry coverage universe fundamentals/valuations are improving.

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating.
Negative - industry coverage universe fundamentals/valuations are deteriorating.

Below is the list of companies that constitute the "industry coverage universe":

North America Power & Utilities

Alliant Energy Corporation (LNT) Ameren Corp. (AEE) American Electric Power Company, Inc. (AEP)

American Water Works Company, Inc. (AWK)  Brookfield Infrastructure Partners LP (BIP) Brookfield Infrastructure Partners LP
(BIP_u.TO)

CenterPoint Energy, Inc. (CNP) CMS Energy Corporation (CMS) Consolidated Edison, Inc. (ED)
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Dominion Energy (D) DTE Energy (DTE) Duke Energy Corporation (DUK)
Edison International (EIX) Essential Utilities, Inc. (WTRG) Eversource Energy (ES)

Exelon Corporation (EXC) FirstEnergy Corp. (FE) NextEra Energy, Inc. (NEE)
NiSource, Inc. (NI) NorthWestern Corporation (NWE) OCGE Energy Corp. (OGE)

PC&E Corporation (PCG) Pinnacle West Capital Corporation (PNW) PNM Resources, Inc. (PNM)
Portland General Electric Company (POR) Public Service Enterprise Group (PEG) Sempra Energy (SRE)

The Southern Company (SO) WEC Energy Group, Inc. (WEC) Xcel Energy Inc. (XEL)

Distribution of Ratings:
Barclays Equity Research has 1674 companies under coverage.

48% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 50% of
companies with this rating are investment banking clients of the Firm; 73% of the issuers with this rating have received financial services from the
Firm.

36% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 44% of
companies with this rating are investment banking clients of the Firm; 70% of the issuers with this rating have received financial services from the
Firm.

13% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 35% of
companies with this rating are investment banking clients of the Firm; 61% of the issuers with this rating have received financial services from the
Firm.

Guide to the Barclays Research Price Target:

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period.

Top Picks:

Barclays Equity Research's "Top Picks" represent the single best alpha-generating investment idea within each industry (as defined by the relevant
"industry coverage universe"), taken from among the Overweight-rated stocks within that industry. While analysts may highlight other Overweight-
rated stocks in their published research in addition to their Top Pick, there can only be one "Top Pick" for each industry. To view the current list of
Top Picks, go to the Top Picks page on Barclays Live (https://live.barcap.com/go/keyword/TopPicks).

To see a list of companies that comprise a particular industry coverage universe, please go to https://publicresearch.barclays.com.
Types of investment recommendations produced by Barclays Equity Research:

In addition to any ratings assigned under Barclays’ formal rating systems, this publication may contain investment recommendations in the form
of trade ideas, thematic screens, scorecards or portfolio recommendations that have been produced by analysts within Equity Research. Any such
investment recommendations shall remain open until they are subsequently amended, rebalanced or closed in a future research report.

Disclosure of other investment recommendations produced by Barclays Equity Research:

Barclays Equity Research may have published other investment recommendations in respect of the same securities/instruments recommended in
this research report during the preceding 12 months. To view all investment recommendations published by Barclays Equity Research in the
preceding 12 months please refer to https://live.barcap.com/go/research/Recommendations.

Legal entities involved in producing Barclays Research:
Barclays Bank PLC (Barclays, UK)

Barclays Capital Inc. (BCI, US)

Barclays Bank Ireland PLC, Frankfurt Branch (BBI, Frankfurt)
Barclays Bank Ireland PLC, Paris Branch (BBI, Paris)

Barclays Bank Ireland PLC, Milan Branch (BBI, Milan)

Barclays Securities Japan Limited (BSJL, Japan)

Barclays Bank PLC, Hong Kong Branch (Barclays Bank, Hong Kong)
Barclays Capital Canada Inc. (BCCl, Canada)

Barclays Bank Mexico, S.A. (BBMX, Mexico)

Barclays Securities (India) Private Limited (BSIPL, India)

Barclays Bank PLC, India Branch (Barclays Bank, India)

Barclays Bank PLC, Singapore Branch (Barclays Bank, Singapore)
Barclays Bank PLC, DIFC Branch (Barclays Bank, DIFC)
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American Water Works Company, Inc. (AWK /  Stock Rating Industry View
AWK)
USD 161.00 (21-Apr-2021) EQUAL WEIGHT POSITIVE

Rating and Price Target Chart - USD (as of 21-Apr-2021) Currency=USD

Publication Date  Closing Price Rating  Adjusted Price Target

200

10-Mar-2021 136.38 154.00
A 22-Jan-2021 160.91 184.00
17s i 18-Nov-2020 156.19 173.00
15-Jul-2020 134.06 Equal Weight 138.00
150 4 Source: Bloomberg, Barclays Research

>e

Historical stock prices and price targets may have been adjusted for

125 AL stock splits and dividends.

100

75

dl-2018 Jan-2019 Qul-2019 Jan-2020 Qul-2020 Jan-2021
Closing Price A Target Price @ Rating Change
Source: IDC, Barclays Research
Link to Barclays Live for interactive charting
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by American Water Works Company, Inc..

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by American Water Works Company, Inc.
and/or in any related derivatives.

Valuation Methodology: We utilize a group average water P/E multiple for 2023 earnings and apply a 10% premium to AWK's consolidated 2023
EPS estimate of $5.01 to arrive at our $154 price target. The premium reflects strong management, constructive regulatory exposure, and top-tier
growth visibility.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks to AWK include rate case outcomes,
public system M&A deals and integration, external financing needs, and general interest rate environments.
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Essential Utilities, Inc. (WTRG / WTRG) Stock Rating Industry View
USD 47.84 (21-Apr-2021) EQUAL WEIGHT POSITIVE

Rating and Price Target Chart - USD (as of 21-Apr-2021) Currency=USD

57 ] Publication Date  Closing Price Rating  Adjusted Price Target

N 10-Mar-2021 42.39 47.00
> 22-Jan-2021 45.46 55.00
51 A 18-Nov-2020 43.18 50.00
4 15-Jul-2020 4304  Equal Weight 45.00
“1 ° A Source: Bloomberg, Barclays Research
45 1 A Historical stock prices and price targets may have been adjusted for

stock splits and dividends.
42 4

39 1
36 4

33 1

30 4

dl-2018 Jan-2019 dul-2019 Jan-2020 Qul-2020 Jan-2021
Closing Price A Target Price @ Rating Change
Source: IDC, Barclays Research

Link to Barclays Live for interactive charting

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of Essential Utilities,
Inc. in the previous 12 months.

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by Essential Utilities, Inc..
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Essential Utilities, Inc..

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from Essential Utilities, Inc. in the past 12
months.

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Essential Utilities, Inc. and/or in any related
derivatives.

K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation (including compensation for brokerage
services, if applicable) from Essential Utilities, Inc. within the past 12 months.

L: Essential Utilities, Inc. is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate.

M: Essential Utilities, Inc. is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank
PLC and/or an affiliate.

Valuation Methodology: We have a $47 price target for WTRG. We value WTRG's water business using a group average water multiple of 28x.
The valuation reflects strong regulatory exposure and public M&A opportunities, balanced by growth visibility lower than peers and near-term risk
from closing recent public M&A deals. We value the regulated gas business at a 5% premium to the average 2023 multiple of 17x for our electric
and gas group coverage, reflecting a strong growth profile and familiar regulatory exposure.

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks to WTRG include rate case outcomes and
general regulatory treatment, gas price inflation impacts on customer bills, and general interest rate environments.
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DISCLAIMER:

This publication has been produced by Barclays Research Department in the Investment Bank of Barclays Bank PLC and/or one or more of its
affiliates (collectively and each individually, "Barclays"). It has been prepared for institutional investors and not for retail investors. It has been
distributed by one or more Barclays affiliated legal entities listed below. It is provided to our clients for information purposes only, and Barclays
makes no express or implied warranties, and expressly disclaims all warranties of merchantability or fitness for a particular purpose or use with
respect to any data included in this publication. To the extent that this publication states on the front page that it is intended for institutional
investors and is not subject to all of the independence and disclosure standards applicable to debt research reports prepared for retail investors
under U.S. FINRA Rule 2242, it is an “institutional debt research report” and distribution to retail investors is strictly prohibited. Barclays also
distributes such institutional debt research reports to various issuers, media, regulatory and academic organisations for their own internal
informational news gathering, regulatory or academic purposes and not for the purpose of making investment decisions regarding any debt
securities. Media organisations are prohibited from re-publishing any opinion or recommendation concerning a debt issuer or debt security
contained in any Barclays institutional debt research report. Any such recipients that do not want to continue receiving Barclays institutional debt
research reports should contact debtresearch@barclays.com. Clients that are subscribed to receive equity research reports, will not receive certain
cross asset research reports co-authored by equity and FICC research analysts that are distributed as “institutional debt research reports” unless
they have agreed to accept such reports. Eligible clients may get access to such cross asset reports by contacting debtresearch@barclays.com.
Barclays will not treat unauthorized recipients of this report as its clients and accepts no liability for use by them of the contents which may not be
suitable for their personal use. Prices shown are indicative and Barclays is not offering to buy or sell or soliciting offers to buy or sell any financial
instrument.

Without limiting any of the foregoing and to the extent permitted by law, in no event shall Barclays, nor any affiliate, nor any of their respective
officers, directors, partners, or employees have any liability for (a) any special, punitive, indirect, or consequential damages; or (b) any lost profits,
lost revenue, loss of anticipated savings or loss of opportunity or other financial loss, even if notified of the possibility of such damages, arising
from any use of this publication or its contents.

Other than disclosures relating to Barclays, the information contained in this publication has been obtained from sources that Barclays Research
believes to be reliable, but Barclays does not represent or warrant that it is accurate or complete. Barclays is not responsible for, and makes no
warranties whatsoever as to, the information or opinions contained in any written, electronic, audio or video presentations of third parties that are
accessible via a direct hyperlink in this publication or via a hyperlink to a third-party web site (‘Third-Party Content’). Any such Third-Party Content
has not been adopted or endorsed by Barclays, does not represent the views or opinions of Barclays, and is not incorporated by reference into this
publication. Third-Party Content is provided for information purposes only and Barclays has not independently verified its accuracy or
completeness.

The views in this publication are solely and exclusively those of the authoring analyst(s) and are subject to change, and Barclays Research has no
obligation to update its opinions or the information in this publication. Unless otherwise disclosed herein, the analysts who authored this report
have not received any compensation from the subject companies in the past 12 months. If this publication contains recommendations, they are
general recommendations that were prepared independently of any other interests, including those of Barclays and/or its affiliates, and/or the
subject companies. This publication does not contain personal investment recommendations or investment advice or take into account the
individual financial circumstances or investment objectives of the clients who receive it. Barclays is not a fiduciary to any recipient of this publication.
The securities and other investments discussed herein may not be suitable for all investors and may not be available for purchase in all jurisdictions.
The United States recently imposed sanctions on certain Chinese state-owned and private companies (https://home.treasury.gov/policy-
issues/financial-sanctions/sanctions-programs-and-country-information/chinese-military-companies-sanctions), which may restrict U.S.
persons from purchasing securities issued by those companies. Investors must independently evaluate the merits and risks of the investments
discussed herein, including any sanctions restrictions that may apply, consult any independent advisors they believe necessary, and exercise
independent judgment with regard to any investment decision. The value of and income from any investment may fluctuate from day to day as a
result of changes in relevant economic markets (including changes in market liquidity). The information herein is not intended to predict actual
results, which may differ substantially from those reflected. Past performance is not necessarily indicative of future results. The information
provided does not constitute a financial benchmark and should not be used as a submission or contribution of input data for the purposes of
determining a financial benchmark.

United Kingdom: This document is being distributed (1) only by or with the approval of an authorised person (Barclays Bank PLC) or (2) to, and is
directed at (a) persons in the United Kingdom having professional experience in matters relating to investments and who fall within the definition
of "investment professionals” in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order"); or
(b) high net worth companies, unincorporated associations and partnerships and trustees of high value trusts as described in Article 49(2) of the
Order; or (c) other persons to whom it may otherwise lawfully be communicated (all such persons being "Relevant Persons"). Any investment or
investment activity to which this communication relates is only available to and will only be engaged in with Relevant Persons. Any other persons
who receive this communication should not rely on or act upon it. Barclays Bank PLC is authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the London Stock Exchange.

European Economic Area (“EEA”): This material is being distributed to any “Authorised User” located in a Restricted EEA Country by Barclays Bank
Ireland PLC. The Restricted EEA Countries are Austria, Bulgaria, Estonia, Finland, Hungary, Iceland, Liechtenstein, Lithuania, Luxembourg, Malta,
Portugal, Romania, Slovakia and Slovenia. For any other “Authorised User” located in a country of the European Economic Area, this material is
being distributed by Barclays Bank PLC. Barclays Bank Ireland PLC is a bank authorised by the Central Bank of Ireland whose registered office is at
1 Molesworth Street, Dublin 2, Ireland. Barclays Bank PLC is not registered in France with the Autorité des marchés financiers or the Autorité de
contrdle prudentiel. Authorised User means each individual associated with the Client who is notified by the Client to Barclays and authorised to
use the Research Services. The Restricted EEA Countries will be amended if required.

Americas: The Investment Bank of Barclays Bank PLC undertakes U.S. securities business in the name of its wholly owned subsidiary Barclays
Capital Inc., a FINRA and SIPC member. Barclays Capital Inc., a U.S. registered broker/dealer, is distributing this material in the United States and,
in connection therewith accepts responsibility for its contents. Any U.S. person wishing to effect a transaction in any security discussed herein
should do so only by contacting a representative of Barclays Capital Inc. in the U.S. at 745 Seventh Avenue, New York, New York 10019.



Non-U.S. persons should contact and execute transactions through a Barclays Bank PLC branch or affiliate in their home jurisdiction unless local
regulations permit otherwise.

This material is distributed in Canada by Barclays Capital Canada Inc., a registered investment dealer, a Dealer Member of I1IROC (www.iiroc.ca),
and a Member of the Canadian Investor Protection Fund (CIPF).

This material is distributed in Mexico by Barclays Bank Mexico, S.A. This material is distributed in the Cayman Islands and in the Bahamas by
Barclays Capital Inc., which it is not licensed or registered to conduct and does not conduct business in, from or within those jurisdictions and has
not filed this material with any regulatory body in those jurisdictions.

Japan: This material is being distributed to institutional investors in Japan by Barclays Securities Japan Limited. Barclays Securities Japan Limited is
a joint-stock company incorporated in Japan with registered office of 6-10-1 Roppongi, Minato-ku, Tokyo 106-6131, Japan. It is a subsidiary of
Barclays Bank PLC and a registered financial instruments firm regulated by the Financial Services Agency of Japan. Registered Number: Kanto
Zaimukyokucho (kinsho) No. 143.

Asia Pacific (excluding Japan): Barclays Bank PLC, Hong Kong Branch is distributing this material in Hong Kong as an authorised institution
regulated by the Hong Kong Monetary Authority. Registered Office: 41/F, Cheung Kong Center, 2 Queen's Road Central, Hong Kong.

All Indian securities-related research and other equity research produced by Barclays’ Investment Bank are distributed in India by Barclays Securities
(India) Private Limited (BSIPL). BSIPL is a company incorporated under the Companies Act, 1956 having CIN U67120MH2006PTC161063. BSIPL is
registered and regulated by the Securities and Exchange Board of India (SEBI) as a Research Analyst: INHO00001519; Portfolio Manager
INPO00002585; Stock Broker INZ000269539 (member of NSE and BSE); Depository Participant with the National Securities & Depositories Limited
(NSDL): DP ID: IN-DP-NSDL-299-2008; Investment Adviser: INAOO0O000391. BSIPL is also registered as a Mutual Fund Advisor having AMFI ARN
No. 53308.The registered office of BSIPL is at 208, Ceejay House, Shivsagar Estate, Dr. A. Besant Road, Worli, Mumbai — 400 018, India. Telephone
No: +91 22 67196363. Fax number: +91 22 67196399. Any other reports produced by Barclays’ Investment Bank are distributed in India by Barclays
Bank PLC, India Branch, an associate of BSIPL in India that is registered with Reserve Bank of India (RBI) as a Banking Company under the provisions
of The Banking Regulation Act, 1949 (Regn No BOM43) and registered with SEBI as Merchant Banker (Regn No INM000002129) and also as Banker
to the Issue (Regn No INBI00000950). Barclays Investments and Loans (India) Limited, registered with RBI as Non Banking Financial Company
(Regn No RBI CoR-07-00258), and Barclays Wealth Trustees (India) Private Limited, registered with Registrar of Companies (CIN
U93000MH2008PTC188438), are associates of BSIPL in India that are not authorised to distribute any reports produced by Barclays’ Investment
Bank.

This material is distributed in Singapore by the Singapore Branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of
Singapore. For matters in connection with this material, recipients in Singapore may contact the Singapore branch of Barclays Bank PLC, whose
registered address is 10 Marina Boulevard, #23-01 Marina Bay Financial Centre Tower 2, Singapore 018983.

This material is distributed to persons in Australia by Barclays Bank PLC or one of the Barclays group entities. None of Barclays Bank PLC, nor such
Barclays group entity, holds an Australian financial services licence and instead relies on an exemption from the requirement to hold such a licence.
This material is intended to only be distributed to “wholesale clients” as defined by the Australian Corporations Act 2001. This material is distributed
in New Zealand by Barclays Bank PLC, but it has not been registered, filed or approved by any New Zealand regulatory authority or under or in
accordance with the Financial Markets Conduct Act of 2013, and this material is not a disclosure document under New Zealand law.

Middle East: Nothing herein should be considered investment advice as defined in the Israeli Regulation of Investment Advisory, Investment
Marketing and Portfolio Management Law, 1995 (*“Advisory Law”). This document is being made to eligible clients (as defined under the Advisory
Law) only. Barclays Israeli branch previously held an investment marketing license with the Israel Securities Authority but it cancelled such license
on30/11/2014 as it solely provides its services to eligible clients pursuant to available exemptions under the Advisory Law, therefore a license with
the Israel Securities Authority is not required. Accordingly, Barclays does not maintain an insurance coverage pursuant to the Advisory Law.

This material is distributed in the United Arab Emirates (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC. Barclays
Bank PLC in the Dubai International Financial Centre (Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal
place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 4, PO Box 506504, Dubai, United Arab Emirates.
Barclays Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related
financial products or services are only available to Professional Clients, as defined by the Dubai Financial Services Authority. Barclays Bank PLC in
the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a branch of a commercial bank incorporated
outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No. 6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai City)
and Abu Dhabi (Licence No.: 13/952/2008, Registered Office: Al Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi). This material does not
constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe for or purchase, any securities or investment products
in the UAE (including the Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is
being made available on the basis that the recipient acknowledges and understands that the entities and securities to which it may relate have not
been approved, licensed by or registered with the UAE Central Bank, the Dubai Financial Services Authority or any other relevant licensing authority
or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai Financial
Services Authority. Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory
Authority (QFCRA). Barclays Bank PLC-QFC Branch may only undertake the regulated activities that fall within the scope of its existing QFCRA
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Russia: This material is not intended for investors who are not Qualified Investors according to the laws of the Russian Federation as it might
contain information about or description of the features of financial instruments not admitted for public offering and/or circulation in the Russian
Federation and thus not eligible for non-Qualified Investors. If you are not a Qualified Investor according to the laws of the Russian Federation,
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IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax
advice. Please be advised that any discussion of U.S. tax matters contained herein (including any attachments) (i) is not intended or written to be
used, and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the promotion or marketing
of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an
independent tax advisor.

© Copyright Barclays Bank PLC (2021). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without
the prior written permission of Barclays. Barclays Bank PLC is registered in England No. 1026167. Registered office 1 Churchill Place, London, E14
5HP. Additional information regarding this publication will be furnished upon request.
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